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Examples for financial mathematics 
20” February, 2006 


1. Given the demand function for a good as p = 1800 — 3q. Find the coefficient of point elasticity 
of demand when p is 300, 900 and 1200. Describe in words each of the results. Find the percentage 
change if the price of good increases by 10 per cent. 


Solution. The coefficient of point elasticity of demand is eg = Sea and also €g = ais, where 
Aqa is percentage change in quantity demanded and Ap percentage change in price. 
Po 300 900 1200 
qo G800—po) 500 300 200 
Ed moon —< a wo 
lea! ea Scale 1 1 
demand elastic unit elastic inelastic 
Ada eqAp -2% -10% -20% 
# 
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